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THE  CONSENSUS  RESEARCH  DATA  (C.R.D.)  TECHNIQUES 


The  C.R.D.  or  data  sheet  approach  relies  on  group  participation 
of  interested  farmers  to  arrive  at  a  consensus  of  opinion  on  costs  and 
returns.     This  consensus  relates  not  area  averages,  but  rather  typical 
figures  for  the  group  of  producers  who  provided  the  data.     This  distinc- 
tion is  important  since  different  production  practices  carried  out  in 
small  pockets  within  a  larger  area  are  often  not  truly  reflected  in 
average  figures,   (i.e.  spring  plowing  in  an  area  where  discing  is  more 
common).     Conversely,  if  within  a  given  area  there  is  a  pocket  of  highly 
specialized  crop  density  where  certain  production  practices  are 
different,  then  the  specialized  costs  of  that  practice  can  bias  the 
overall  area  average  costs  and  render  them  less  useful.     For  these  and 
other  reasons,  consensus  research  data  must  be  interpreted  with  the 
above  conditions  in  mind. 

Consensus  figures  are  based  on  current  investment  and  operational 
costs  and  therefore  reflects  the  cost  and  return  situation  which  would 
have  to  be  contemplated  by  new  farm  operators.     These  figures  are 
associated  with  the  management  and  cultural  expertise  of  the  participants 
within  a  particular  geographic  area.     While  care  should  be  exercised 
when  applying  C.R.D.  data  to  individual  cases,  the  greatest  advantage 
of  the  technique  is  that  it  can  be  specific  (i.e.   to  the  rotation, 
cultural  practice,  breed  or  ration),  timely,  locally  oriented  and 
based  on  the  cumulative  experience  of  farmers  operating  in  the  area. 


For  more  information  on  the  C.R.D.  technique,  contact  your 
Regional  Economist,  District  Agriculturist,  or  the  Production 
Economics  Branch  of  the  Alberta  Department  of  Agriculture. 
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INTRODUCTION 

Today's  farming  demands  that  cost  and  return  information  be 
available  for  all  alternatives  which  the  producer  should  consider 
when  planning  future  production.     With  today's  high  cost  of  inputs 
and  machinery  investment,  it  is  particularly  necessary  to  have 
good  information  available  when  making  management  decisions. 

This  report  provides  an  estimate  of  the  cost  and  returns 
based  on  the  consensus  of  a  group  of  farmers  in  the  Morinville,  Stony 
Plain  and  Barrhead  Districts  for  Wheat,  Field  Peas,  Barley,  Oats,  Canola 
and  Red  Clover  Seed. 

OBJECTIVES 

This  report  was  prepared  to  provide  an  estimate  of  the  cost 
and  expected  returns  for  production  of  these  crops.     Such  information 
can  be  an  important  guide  in  decision  making,  but  the  reader  should 
keep  in  mind  that  costs  vary  between  producers  because  of  differences 
in  land,  cultural  and  management  practices.     The  farmer's  own  records 
are  essential  to  determine  what  it  actually  costs  to  produce  a  crop  on 
his  own  particular  farm. 

This  report  can  be  useful  for  management  decisions: 

1.  In  selecting  the  enterprise  or  crop  rotation  yielding 
the  highest  return; 

2.  In  determining  the  amount  of  cash  required  to  operate 
during  a  season; 

3.  In  determining  the  amount  of  time  expected  to  be  spent 
on  an  enterprise; 

4.  For  projecting  the  income  and  expense  when  considering 
new  investments; 

5 .  In  determining  how  the  income  and  expense  should  be 
shared  in  rental  arrangements; 

6.  To  compare  to  actual  costs  incurred  in  your  farming 
enterprise. 
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SOURCE  AND  METHOD  OF  DATA  COLLECTION 
The  information  for  this  report  was  gathered  from  a  group  of  farmers 
in  the  Morinville,  Stony  Plain,  and  Barrhead  Districts.     A  day  was  spent 
with  them  discussing  the  costs  involved,  the  complement  of  machinery 
required  and  the  cultural  practices  carried  out  on  each  operation.  This 
information  was  compiled  and  costs  calculated  to  determine  the  total  cost 
of  production  and  the  returns  expected  from  the  crops. 

DEFINITIONS 

Cash  Costs  per  acre  include  fuel,  repairs,  seed,  fertilizer,  sprays, 
hired  labor  and  cash  overhead  costs  such  as  taxes,  insurance  and  interest 
on  operating  capital.    Operators  comparing  their  cash  costs  to  those  in 
the  C.R.D.  should  recognize  that  payments  on  land  and  equipment  have  not 
been  included.     Instead  an  interest  on  land  and  machinery  investment  has 
been  charged  under  other  costs. 

Non-Cash  Costs  per  acre  include  depreciation  on  buildings  and  machinery, 
and  the  value  of  operator's  labor.    While  these  costs  are  not  out  of 
pocket  costs,  the  grain  enterprise  must  provide  sufficient  revenue  to 
cover  these  costs  if  the  operator  is  to  continue  farming  over  a  period  of 
time. 

Return  over  Cash  Costs  is  used  by  producers  to  compare  the  profitability 
of  various  crops.     These  are  often  considered  to  be  the  decision  making 
costs. 

Contribution  Margin  is  the  return  over  cash  costs  and  operator  labor  and 
is  the  residual  left  to  pay  for  the  operator's  investment  in  land, 
machinery  and  buildings. 

Gross  Operating  Profit    is  the  amount  left  after  all  cash  costs  plus  an 
allowance  for  depreciation  and  operator  labor  has  been  satisfied. 
Interest  on  Investment    An  opportunity  interest  rate  of  10.5%  is  charged 
against  land,  buildings  and  machinery. 

Total  of  All  Economic  Costs    The  sum  total  of  cash  costs,  non-cash  costs 
and  interest  on  investment. 
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ASSUMPTIONS  SPECIFIC  TO  THIS  STUDY 

1.  A  1000  acre  grain  farm  in  the  Morinville,  Stony  Plain  and  Barrhead 
districts  with  black  loam  soil,  approximately  10  miles  from  a  grain 
delivery  point. 

2.  A  specific  rotation  of  -  Wheat  -  Field  Peas  -  Barley  -  Oats  -  Canola 
-  Barley  -  Barley  -  Red  Clover  (for  seed)  -  Clover  Plowdown  -  Canola 
(Fallow).  Each  of  the  10  fields  is  100  acres  in  size. 

3.  Machinery  is  based  upon  the  above  acreage  with  operating  costs 
estimated  from  Alberta  Agriculture's    publication  "Farm 
Machinery  Costs",  1985. 


7. 


All  machinery  and  labor  is  supplied  by  the  owner-operato: 

late  June  plowdown  of 

clover  which  is  custom 

hired  at  $7 

The  following  yields  and  prices  are  obtained: 

Wheat 

43  Du/acre  (s  Z.Uo/bu, 

Field  Peas 

50  bu/acre  (9  3.75/bu. 

= 

Barley 

70  bu/acre  (a  1.10/bu. 

Oats 

iUU  bu/acre  \s  i.lU/bu. 

= 

Canola  (on  stubble) 

30  bu/acre  (§  5.00/bu. 

= 

Barley  (underseeded) 

50  bu/acre  (3  1.10/bu. 

Red  Clover 

250  lbs/acre  @  .40/lb, 

_ 

Canola  (on  fallow) 

30  bu/acre  (?  5.00/bu. 

= 

Seeding  rates  are  as 

follows: 

Wheat 

Ih  bu/acre    (3  5.50/lb 

Field  Peas 

200  lbs/acre  @  .15/lb. 

_ 

Barley 

Ih  bu/acre  (3  3.25 

= 

Oats 

2h  bu/acre  (3  3.00 

Canola  (on  stubble) 

5  lbs/acre  (3  .90 

_ 

Barley  (underseeded) 

Ih  bu/acre    @  3.25 

6  lbs  clover  seed  @  1. 

00 

= 

Canola  (on  fallow) 

5  lbs/acre  treated  (3  . 

90 

lb.  = 

Fertilization  rates: 

Wheat 

80  N  as  ammonia 

16.80 

70  lbs.  8-38-15 

9.10  = 

Field  Peas 

70  lbs  8-38-15 

9.10 

10  lbs  0-0-0-90 

1.90  = 

Barley 

80  N  as  ammonia 

16.80 

70  lbs  8-38-15 

9.10  = 

Oats 

50  N  as  ammonia 

10.50 

70  lbs  8-38-15 

9.10  = 

Canola  (stubble) 

90  N  as  ammonia 

18.90 

70  lbs  8-38-15 

9.10 

10  lbs  0-0-0-90 

1.90  = 

93.60/acre 
187.50/acre 

77.00/acre 
110.00/acre 
150.00/acre 

55.00/acre 
100.00/acre 
150.00/acre 


8.25/acre 
30.00/acre 
4.88/acre 
7.50/acre 
4 . 50/acre 

10.88/acre 
4 . 50/acre 


25.90/acre 
11.00/acre 
25.90/acre 
19.60/acre 

29.90/acre 


Barley  (underseeded) 


Canola  (on  fallow) 


60  N  as  ammonia 
70  lbs  8-38-15 

50  N  as  ammonia 
70  lbs  8-38-15 
10  lbs  0-0-0-90 


12.60 
9.10  = 

10.50 
9.10 
1.90  = 


21.70/acre 


21.50/acre 


8.  Chemical  application  rates: 


Wheat 
Field  Peas 

Barley 

Oats 

Canola  (stubble) 
Barley  (underseeded) 

Canola  (fallow) 


Blagal    790  ml/acre  =  5.50/acre 

Edge        Ikg/acre  13.00  = 

MCPA        280ml/acre  1.00  = 

Inoculant  and  sticker  2.00  =  16.00/acre 

Liquid  Avadex  1.4  L/ac     10.50  = 

Sencor  70  ml/acre  5.00  =  15.50/acre 

MCPA    600  ml/acre 

Blagal  720  ml/acre  =  5.00/acre 

QR5        llkg/acre  14.50 

Applicator  rental  .75  =  15.25/acre 

Tropotox  1.6  L/acre  11.00 

Avadex      1.4  L/acre  10.50 

Inoculant  (clover)  1.00  =  22.50/acre 

Treflan    iL/acre  =  U.OO/acre 


9.    All  crops  are  insured  against  hail  (coverage  $100/acre).  Premiums 
are  $5.00/acre  for  cereals  and  $7.50/acre  for  canola  and  peas. 

10.  Heated  air  drying: 

All  of  the  wheat,  1/2  of  the  barley  and  1/2  of  of  the  peas  are 
dried;  however  participants  felt  that  aeration  was  a  very  viable 
alternative  for  peas  which  could  be  combined  at  19%  to  20%  and 
natural  air  dried  to  16.5%  moisture. 

11.  Land  is  valued  at  $500/acre. 

12.  Interest  on  land,  buildings  and  machinery  is  charged  at  10.5%. 

13.  Land  taxes  are  $4.00/acre. 

14.  Operating  interest  is  charged  at  11.5%. 

15.  Operator  labor  is  charged  at  $6.50/hour. 

16.  A  matrix  consisting  of  various  price  and  yield  combinations  and  the 
resulting  "return  over  cash  costs"  is  presented  for  each  crop. 
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OBSERVATIONS: 

1.  When  considering  profitability  of  individual  crops  some  benefits 
and/or  establishment  costs  could  be  brought  into  the  cost  of  the  crop 
receiving  the  benefit.     Perhaps  plowdown  costs  could  be  allocated  to 
succeeding  crops  on  a  benefit  basis.     Agronomists  estimate  that  60%  of 
the  benefit  of  plowdown  is  received  by  the  following  crop  and  1/2  of  the 
residual  benefit  by  each  succeeding  crop.     (i.e.  60%;  20%;   10%;  5%;  etc.) 

If  we  charge  60%  of  plowdown  costs  to  canola,  return  over  cash  costs 
becomes  $81.24  instead  of  $91.13,  and  gross  operating  profit  becomes 
$37.48  instead  of  $57.62. 

If  we  charge  20%  of  plowdown  costs  to  wheat,  return  over  cash  costs 
becomes  $11.49  instead  of  $14.79  and  gross  operating  profit  becomes 
$-(34.00)  instead  of  $-(27.29). 

If  we  charge  10%  of  plowdown  costs  to  peas,  return  over  cash  costs 
becomes  76.83  instead  of  78.48  and  gross  operating  profit  becomes  13.69 
instead  of  17.05. 

2.  Similarly  a  portion  of  the  barley  underseeding  costs  and/or  reduced 
yields  should  be  charged  against  the  succeeding  clover  seed  crop. 
Perhaps  a  fair  charge  might  be  the  difference  in  gross  operating  profit 
between  the  regular  barley  crop  and  the  underseeded  crop  or  $33.16/acre. 

In  this  scenario,  gross  operating  profit  for  the  clover  crop  becomes 
$34.43/acre  instead  of  $67.59/acre. 


ERRATA  NOTE 


CR.D,  NO  273 
A  CONCENSUS  OF  COSTS  AND  RETURNS 
D    .  ^'^'^  Barley,  Oats,  Canola  (Stubble) 

Barley  (Underseeded) ,  Clover,  Plowdown,  and  Canola  on  Fallow 

1000  Acre  Farm 
Morlnvllle,  Stony  Plain  and  Barrhead  Districts 

Table  7,  page  11:    should  read 


^•^"^  ^  COST  Of  nooocnoMi  field  peas 

OOSS  RETOBIS:        50  bushel  p«r  .er.  «e  «.75  p«r  ba«h«l 
CASH  COSTS:     Und  tazaa 

0-0-0-90  10  lb..  p«r  aer.  f'i! 
S««d  200  lb..  p«r  .er.  .i'^ 

MCPA    280  ml  p«r  .er. 

Inoculation  and  .clekcr  2  00 

Equlpmcne  oparatlona  and  aalncananc.  24*fi2 

Incaresc  on  operating  capital  ,,,1 
Hall  Inauranc. 

Ml.callantou.  Ovarh.ad  i'Tl 

TOTAL  CASH  COSTS  -iiSi 

UTDBll  OVEt  CASH  COSTS: 

Oparator  Ubor  J3 
CONTEIBUTIOH  MAIGIN: 

Dtprtclation  on  bulldinf.  .nd  aqulpMnt  47.78 
TOTAL  HOH-CASH  COSTS 
TOTAL  OF  CASH  AHD  NOM-CASH  COSTS: 
OOSS  OFERATIHC  PROFIT: 

WTEEEST:    Land  («00.00  p.r  act.  at  10.5X)  32  50 

Bulldinf.  and  .qulpMnt 


TOTAL  OF  ICOVOHIC  COSTS: 


109.02 


61.43 
170.45 


94.19 
264.64 


187.50 


78.48 
64.83 


17.05 


Table  14,  page  18:    should  read 


RHUHK  OVER  CASH  COSTS  IT  VARIOUS  nHJS  AKO  PRICES  (OATS) 
riELO 

80  W  100  110  120  130 

IJ.80              U0.7&  I7B.76  m.76  1114.74  I132.7i  fl50.7i  I1&B.74 

!i  2              ^'^^  ^-^^  *1W.76  1121.74  1138.74  il35.74 

«.M              ULU  $42.74  178.74  $94.74  $110.74  $124.74  $142.74 

If  2              S!'?  ^'-^^  ^'-7*  «29.74 

S:*^'  *8B.74  $102.74  $114.74 

!  «  ^^-^^  <77.74  $90.74  $103.74 

J  .20              $18.74  $30.74  $42.74  $54.74  $44.74  $78.74  $90.74 

I  .10              $11.74  $22.74  $33,74  $M.74  $53.74  $44.74  $77.74 

«.00               $4.74  $14.74  $24.74  $34.74  $44.74  $54.74  $44.74 

($2.24)  $4.74  $15.74  $24.74  $33.74  $42.74  $51.74 

($9.24)  ($1.24)  $4.74  $14.74  $22.74  $30.74  $38.74 

«.70             ($14.24)  ($9.24)  ($2.24)  $4.74  .$11.74  $18.74  $23.74 


Table  16,  page  20,  "Canola  on  Stubble" 

Yield  on  Canola  should  be  30  bushels  per  acre  rather  than 

^5.    The  remainder  of  the  table  Is  correct. 
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